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DECEMBER 1972
Certain Procedural Aspects 
Of Preparing Returns
I. Introduction
This Statement considers the responsibility of the CPA in 
connection with the following procedural aspects of preparing 
federal tax returns:
1. Examination of supporting data.
2. Use of prior years’ returns.
3. Modification of the preparer's declaration.
II. Statement
In preparing a return, the CPA ordinarily may rely on infor­
mation furnished by his client. He is not required to examine 
or review documents or other evidence supporting the client’s 
information in order to sign the preparer’s declaration. Although 
the examination of supporting data is not required, the CPA 
should encourage his client to provide him with supporting data 
where appropriate.
The CPA should make use of his client’s returns for prior 
years whenever feasible.
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The CPA cannot ignore the implications of information known 
by him and, accordingly, he is required to make reasonable 
inquiries where the information as presented appears to be in­
correct or incomplete.
If  a CPA prepares a federal return, he should sign it without 
modifying the preparer’s declaration.
III. Explanation
Examination of Supporting Data. Information presented to 
CPAs by their clients for use in the preparation of income tax 
returns takes many forms. In some cases a client presents all 
his supporting documents. However, it is common for some of 
the data to be in the form of lists of tax information, such as 
dividends and interest received, charitable contributions and 
medical expenses.
The basic question to be resolved in these situations is the 
extent to which the CPA must go in order to acquire “knowledge” 
when he prepares a return. The preparer’s declaration on the fed­
eral income tax return states that the information contained 
therein is true, correct and complete to the best of his knowledge 
and belief “based on all information of which he has any knowl­
edge.” This reference to “all information of which he has any 
knowledge” should be understood to relate to information known 
by the CPA or made available to him in connection with the 
preparation of the return; it should not imply an investigation in 
support of material furnished by the client. A distinction should 
be made between the need to ask questions when the material 
furnished may appear to be incorrect or incomplete and the need 
for the CPA to examine underlying information. In fulfilling his 
obligation to exercise due diligence in preparing returns as re­
quired by administrative regulations of the Treasury Department, 
the CPA ordinarily may rely on information furnished by his 
client unless it appears incorrect or incomplete. Although the 
CPA has certain responsibilities in exercising due diligence in 
preparing a return, the client has ultimate responsibility for the 
contents of the return.
Even though there is no requirement to examine underlying 
evidence, the CPA should encourage his client to provide him 
with supporting data where appropriate. For example, CPAs2
should encourage the submission of underlying data to permit 
full consideration of income and deductions arising from security 
transactions and from entities such as estates, trusts, partnerships 
and Subchapter S corporations. This should reduce the possibility 
of misunderstandings, inadvertent errors and administrative prob­
lems in the examination of returns by the Internal Revenue 
Service. Recognition of planning opportunities and other benefits 
may also result from the review of appropriate underlying data 
through increased knowledge of a client’s affairs.
Reference to books and records of business operations is espe­
cially encouraged.
Use of Prior Years’ Returns. The CPA should make use of his 
clients prior years’ returns in preparing current returns whenever 
feasible. Reference to prior returns and discussion with the client 
of prior year tax determinations should provide information as 
to the client’s general tax status, avoid the omission or duplica­
tion of items and afford a basis for the treatment of similar or 
related transactions. As with the examination of information sup­
plied for the current year’s return, the extent of comparison 
of the details of income and deduction between years will depend 
upon the particular circumstances.
Modification of the Preparers Declaration. The Internal Rev­
enue Code provides the authority for the Secretary or his dele­
gate to require a return to be verified by the preparer’s declara­
tion. The signer acknowledges that he has prepared a true, correct 
and complete return based on all information of which he has 
any knowledge. A CPA is required to sign a return he has pre­
pared (Statement No. 1, “Responsibilities in Tax Practice,” 
AICPA, September 1964).
Variations in the preparer’s declaration have been used which 
state that the information included in the return was obtained 
from (1 ) an examination of the accounting records of the tax­
payer (with an indication of the type of opinion expressed 
thereon), (2 ) the taxpayer’s records without audit, or (3) data 
furnished by the taxpayer. Other variations in the declaration 
have been used to disclose the treatment of a particular item.
If the CPA prepares a federal return, he should sign it without 
modifying the declaration. A CPA’s role in preparing a tax return 3
is different from his role in making an examination of financial 
statements in accordance with generally accepted auditing stand­
ards. An examination is not necessary in order to prepare a return 
under our self-assessment tax system. There is doubt that a mod­
ification of the prescribed declaration affects the signer’s respon­
sibilities as preparer of the return. Unusual circumstances may 
be disclosed in the return by a rider not constituting a modifi­
cation of the standard preparer’s declaration.
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